Reduce State EITC to 9.6% of the Federal Credit and Limit to Income of
$20,000 or less to equal the same $104 million in Revenue

State EITC at 9.6% of Federal: To achieve the same $104 million proposed for the EITC filers, this
proposal limits the ETIC to those earning $20,000 or less. This is a 71% reduction from the states level
of funding from the current EITC cost of $360 million. A reduction of this magnitude will hurt working
families and their children. That said, even at a lower funding level, the same funding level could be
better used to serve these families by maintaining the structure of the EITC which has been well thought
out and tested over time.

Significant Leakage in Homestead Property Tax Credit (HPTC): Many filers will never get the
offsetting HPTC as one has to either rent or own a home to qualify. This fact that is verified by Treasury.
About half or 412,300 (52.7%) of those claiming the ETIC also claim the HPTC, according to Treasury’s
EITC report for 2009, p.3.

These EITC filers are not typically childless students fresh out of college who are living with parents.
Over 237,000 EITC families had incomes of $10,000 or less, living significantly below poverty. To make
ends meet, many of these low income families with children are living with relatives or friends instead of
renting. With incomes up to $10,000 and annual rent of $8,400 @ $700/month', there isn’t much left.

The goal is to preserve the current structure of the EITC.

a. This option preserves the change in the benefits by income and family size in
comparison to the poverty level.

b. It’s important for tax policies to reward work as opposed to investment income, for
example. There is a difference between types of income.

c. This option continues refundability so that the state benefits from MOE or state match.

This plan keeps the ETIC structure the same.

e This benefits state financing by providing about $63 million in MOE or state match. This MOE
provides the state with greater flexibility as it can substitute for the general fund provided by
other human service programs that is now used for MOE. This freed up general fund may be
used for other critical state programs.

« The EITC could be provided alongside the enhanced HPTC without impacting the proposed
enhanced rate for other categories of low income filers. To do this, EITC taxpayers will drop back
from the enhanced HPTC rate of 100% to the current 60% rate.

Impact of Recent Proposed Changes: Even with the enhanced rate of the Homestead Property Tax
Credit and the Child Credit, the low income working family loses, and children will fall into poverty.
Attached you will find a chart that shows how EITC filers will lose even with the recent proposed

changes..

! Monthly rent based on FY 2011 Fair Market Rent, 2 bedrooms, from HUD data. 04222011
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